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SUBSTI TUTE HOUSE BI LL 2267

St ate of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on

By House Comm ttee on Fi nance (originally sponsored by
Represent ati ves Gonbosky, Somers, Moeller, Cody, Conway, Fromhold
and Mcintire)

READ FI RST TI ME 04/ 26/ 03.

AN ACT Relating to revenue for dedicated accounts; anending RCW
48. 32A. 125, 63.29.020, 63.29.050, 63.29.060, 63.29.100, 63.29.120,
63.29. 140, 82.08.0293, 82.08.0293, 82.12.0293, 82.12.0293, 82.08. 150,
82.32.090, and 82.08.064; adding a new section to chapter 82.24 RCW
adding a new section to chapter 82.32 RCW adding a new section to
chapter 43.135 RCW creating new sections; repealing RCW 48.32.145;
providing effective dates; and decl aring an energency.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEWSECTION. Sec. 1. (1)(a) The legislature finds that the people
of Washington want their children to be healthy and well-educated. In
2000, the voters overwhelmngly passed Initiative Measure No. 728,
creating the student achi evenent account. School districts around the
state use critical Initiative Measure No. 728 funds to inprove student
achi evenent by reducing <class size, providing early childhood
educati on, and expandi ng before-and-after school prograns. Education
is the key to a vital econony and a prosperous future for our children.

(b) This act inproves funding for education by providing dedicated
revenue fromthe foll ow ng sources:

(1) Elimnating the tax deductions for insurance guarantee funds;

p. 1 SHB 2267



© 00 N O Ul WDN P

e e e e e
N oo o0 A WODN RO

18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

33
34
35
36

(1i) Additional taxes on |iquor;

(ti1) Shortening the holding period for wunclained property; and
i ncreasi ng penalties on underpaynents of state excise taxes.

(c) The revenues from these sources are deposited in the student
achi evenment account and will provide three hundred dollars per pupi
funding in school year 2005.

(2)(a) In order for children to succeed in school they also need
adequate health care. Washi ngton has been a national |eader in
provi di ng nedi cal insurance for children.

(b) This act inmproves funding for health care by providing
dedi cated revenue fromthe foll owi ng sources:

(1) An additional tax on cigarettes of fifty cents per pack; and

(11) Repealing the sales and use tax exenptions for candy and gum

(c) The revenues from these sources are deposited in the health
services account and wll provide funding for children's nedical
coverage up to two hundred fifty percent of the federal poverty |evel
and enrollnent in the basic health plan.

NEW SECTION. Sec. 2. A new section is added to chapter 82.24 RCW
to read as foll ows:

(1) There is hereby levied and there shall be collected by the
departnent of revenue from the persons nentioned in and in the manner
provided by this chapter, an additional tax wupon the sale, use,
consunption, handling, possession, or distribution of cigarettes in an
anount equal to the rate of twenty-five mlls per cigarette.

(2) The revenue coll ected under this section shall be deposited in
the health services account. To ensure continued availability of
previously dedi cated revenues for existing prograns, each fiscal year
eight mllion five hundred thousand dollars shall be transferred to the
general fund, two mllion nine hundred thousand dollars shall be
transferred to the water quality account, and three mllion nine
hundred t housand doll ars shall be transferred to the viol ence reduction
and drug enforcenent account.

Sec. 3. RCW 48. 32A. 125 and 2001 ¢ 50 s 13 are each anmended to read
as foll ows:

(((a I . ¢ . . . i abil]
to this state an assessient described in RCW 48.32A 085(8) to the
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£2r)) Any sunms that are acquired by refund, under RCW
48. 32A. 085(6), from the association by nenber insurers, and that have
been of fset against prem um taxes ((as—provided—i+n——subseetion—{1)—of
this—seett+on)), nust be paid by the insurers to the conm ssioner and
then deposited with the state treasurer for credit to the general fund
of the state of Washington. The association shall notify the
conmi ssi oner that refunds have been nade.

Sec. 4. RCW63.29.020 and 1992 ¢ 122 s 1 are each anended to read
as follows:

(1) Except as otherwi se provided by this chapter, all intangible
property, including any inconme or increnent derived therefrom |ess any
| awful charges, that is held, issued, or owng in the ordinary course
of the holder's business and has remained unclained by the owner for
nore than ((+—ve)) three years after it becane payabl e or distributable
is presunmed abandoned.

(2) Property, with the exception of unredeemed Washington state
lottery tickets and unpresented w nning parinmutuel tickets, is payable
and distributable for the purpose of this chapter notw thstanding the
owner's failure to make demand or to present any instrunment or docunent
required to recei ve paynent.

(3) This chapter does not apply to clainms drafts issued by
i nsurance conpani es representing offers to settle clains unliquidated
in anobunt or settled by subsequent drafts or other neans.

(4) This chapter does not apply to property covered by chapter
63.26 RCW

(5) This chapter does not apply to used clothing, unbrellas, bags,
| uggage, or other used personal effects if such property is disposed of
by the hol der as follows:

(a) In the case of personal effects of negligible value, the
property is destroyed; or

(b) The property is donated to a bona fide charity.
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Sec. 5. RCW®63.29.050 and 1983 ¢ 179 s 5 are each anended to read
as follows:

(1) Any sum payable on a check, draft, or simlar instrunent,
except those subject to RCW63.29. 040, on which a banking or financial
organi zation is directly liable, including a cashier's check and a
certified check, which has been outstanding for nore than ((#—ve))
three years after it was payable or after its issuance if payable on
demand, is presuned abandoned, unless the owner, within ((+ve)) three
years, has communicated in witing with the banking or financial
organi zation concerning it or otherwse indicated an interest as
evidenced by a mnmenorandum or other record on file prepared by an
enpl oyee t hereof.

(2) A holder may not deduct from the anmount of any instrunent
subject to this section any charge inposed by reason of the failure to
present the instrunment for paynent unless there is a valid and
enforceable witten contract between the holder and the owner of the
i nstrunment pursuant to which the holder may inpose a charge, and the
hol der regul arly inposes such charges and does not regularly reverse or
ot herwi se cancel them

Sec. 6. RCW63.29.060 and 1983 ¢ 179 s 6 are each anended to read
as follows:

(1) Any demand, savings, or matured tine deposit with a banking or
financial organization, including a deposit that is automatically
renewabl e, and any funds paid toward the purchase of a share, a nutual
investnent certificate, or any other interest in a banking or financial
organi zation is presuned abandoned unless the owner, within ((H~ve))
three years, has:

(a) In the case of a deposit, increased or decreased its anount or
present ed t he passbook or other simlar evidence of the deposit for the
crediting of interest;

(b) Communicated in witing wth the banking or financial
or gani zati on concerning the property;

(c) Oherwise indicated an interest in the property as evidenced by
a menorandum or other record on file prepared by an enployee of the
banki ng or financial organization;

(d) Owned other property to which subsection (1)(a), (b), or (c) of
this section applies and if the banking or financial organization
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communi cates in witing with the owner with regard to the property that
woul d otherwi se be presuned abandoned under this subsection at the
address to whi ch communi cations regarding the other property regularly
are sent; or

(e) Had another relationship with the banking or financial
or gani zati on concerni ng which the owner has:

(1) I'n the case of a deposit, increased or decreased the anount of
the deposit or presented the passbook or other simlar evidence of the
deposit for the crediting of interest;

(i) Communicated in witing with the banking or financial
or gani zati on; or

(1i1) Oherwse indicated an interest as evidenced by a nenorandum
or other record on file prepared by an enployee of the banking or
financial organization and if the banking or financial organization
communi cates in witing with the owner with regard to the property that
woul d ot herwi se be abandoned under this subsection at the address to
whi ch conmuni cations regarding the other relationship regularly are
sent .

(2) For purposes of subsection (1) of this section property
i ncludes interest and dividends.

(3) This chapter shall not apply to deposits nmade by a guardi an or
decedent' s personal representative with a banki ng organi zati on when t he
deposit is subject to withdrawal only upon the order of the court in
t he guardi anship or estate proceedi ng.

(4) A holder may not inpose with respect to property described in
subsection (1) of this section any charge due to dormancy or inactivity
or cease paynent of interest unless:

(a) There is an enforceable witten contract between the hol der and
the owner of the property pursuant to which the holder may inpose a
charge or cease paynent of interest;

(b) For property in excess of ten dollars, the holder, no nore than
three nonths before the initial inposition of those charges or
cessation of interest, has given witten notice to the owner of the
anount of those charges at the | ast known address of the owner stating
that those charges wll be inposed or that interest will cease, but the
notice provided in this section need not be given with respect to
charges inposed or interest ceased before June 30, 1983; and
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(c) The holder regularly inposes such charges or ceases paynent of
interest and does not regularly reverse or otherw se cancel them or
retroactively credit interest with respect to the property.

(5) Any property described in subsection (1) of this section that
is automatically renewable is matured for purposes of subsection (1) of
this section upon the expiration of its initial tinme period, or after
one year if the initial period is less than one year, but in the case
of any renewal to which the owner consents at or about the tinme of
renewal by comunicating in witing with the banking or financial
organi zation or otherwise indicating consent as evidenced by a
menor andum or other record on file prepared by an enployee of the
organi zation, the property is matured upon the expiration of the |ast
time period for which consent was given. |If, at the tinme provided for
delivery in RCW 63.29.190, a penalty or forfeiture in the paynent of
interest would result fromthe delivery of the property, the tinme for
delivery is extended until the time when no penalty or forfeiture would
resul t.

Sec. 7. RCW63.29.100 and 1996 ¢ 45 s 1 are each anended to read
as follows:

(1) Except as provided in subsections (2) and (5) of this section,
stock or other intangible owership interest in a business associ ation,
the existence of which is evidenced by records available to the
association, is presuned abandoned and, with respect to the interest,
the association is the holder, if a dividend, distribution, or other
sum payable as a result of the interest has renai ned unclainmed by the
owner for ((#+—~ve)) three years and the owner within ((+wve)) three
years has not:

(a) Communicated in witing with the association regarding the
interest or a dividend, distribution, or other sum payable as a result
of the interest; or

(b) O herwise comunicated with the association regarding the
interest or a dividend, distribution, or other sum payable as a result
of the interest, as evidenced by a nmenorandum or other record on file
with the association prepared by an enpl oyee of the association.

(2) At the expiration of a ((+ve—year)) three-year period
followwng the failure of the owner to claima dividend, distribution,
or other sum payable to the owner as a result of the interest, the
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interest is not presuned abandoned unl ess there have been at |east five
di vidends, distributions, or other suns paid during the period, none of
whi ch has been clained by the owmner. If five dividends, distributions,
or other suns are paid during the ((+ve-—year)) three-year period, the
period leading to a presunption of abandonnent conmences on the date
paynment of the first such unclained dividend, distribution, or other
sum becane due and payable. |[If five dividends, distributions, or other
suns are not paid during the presunptive period, the period continues
to run until there have been five dividends, distributions, or other
suns that have not been clai med by the owner

(3) The running of the ((Hwe—year)) three-year period of
abandonnent ceases i medi ately upon the occurrence of a conmunication
referred to in subsection (1) of this section. |[|f any future dividend,
di stribution, or other sum payable to the owner as a result of the
interest is subsequently not clainmed by the owner, a new period of
abandonnment commences and relates back to the tinme a subsequent
di vidend, distribution, or other sum becane due and payabl e.

(4) At the tinme any interest is presunmed abandoned under this
section, any dividend, distribution, or other sum then held for or
owng to the owmer as a result of the interest, and not previously
presunmed abandoned, is presuned abandoned.

(5) This chapter shall not apply to any stock or other intangible
ownership interest enrolled in a plan that provides for the automatic
rei nvestnment of dividends, distributions, or other suns payable as a
result of the interest unless:

(a) The records available to the adm nistrator of the plan show,
with respect to any intangi ble ownership interest not enrolled in the
rei nvestnment plan, that the owner has not within ((+ve)) three years
communi cated i n any manner described in subsection (1) of this section;
or

(b) ((Fve)) Three years have el apsed since the location of the
owner becane unknown to the association, as evidenced by the return of
of ficial shareholder notifications or comunications by the postal
service as undeliverable, and the owner has not within those ((#—ve))
three years comuni cated in any manner described in subsection (1) of
this section. The ((fvwe—year)) three-year period fromthe return of
of ficial shareholder notifications or comunications shall conmence
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t he hol der discontinues mailings to the sharehol der.

Sec. 8. RCW63.29.120 and 1983 ¢ 179 s 12 are each anended to read
as follows:

(1) Intangible property and any income or increnent derived
therefrom held in a fiduciary capacity for the benefit of another
person is presunmed abandoned unless the owner, within ((+e)) three
years after it has becone payable or distributable, has increased or
decreased the principal, accepted paynent of principal or incone,
comuni cated concerning the property, or otherwise indicated an
i nterest as evidenced by a nmenorandum or other record on file prepared
by the fiduciary.

(2) Funds in an individual retirement account or a retirement plan
for self-enployed individuals or simlar account or plan established
pursuant to the internal revenue laws of the United States are not
payabl e or distributable within the neaning of subsection (1) of this
section unless, under the terns of the account or plan, distribution of
all or part of the funds would then be mandatory.

(3) For the purpose of this section, a person who hol ds property as
an agent for a business association is deened to hold the property in
a fiduciary capacity for that business association alone, unless the
agreenent between him and the busi ness associ ati on provi des ot herw se.

(4) For the purposes of this chapter, a person who is deened to
hol d property in a fiduciary capacity for a business association al one
is the holder of the property only insofar as the interest of the
busi ness association in the property is concerned, and the business
association is the holder of the property insofar as the interest of
any other person in the property i s concerned.

Sec. 9. RCW®63.29.140 and 1983 ¢ 179 s 14 are each anended to read
as follows:

(1) A gift certificate or a credit neno issued in the ordinary
course of an issuer's business which remains uncl ai ned by the owner for
nmore than ((H+ve)) three years after becom ng payabl e or distributable
i s presunmed abandoned.

(2) In the case of a gift certificate, the amunt presuned

SHB 2267 p. 8
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abandoned is the price paid by the purchaser for the gift certificate.
In the case of a credit neno, the anobunt presuned abandoned is the
anount credited to the recipient of the neno.

Sec. 10. RCW 82.08.0293 and 1988 c 103 s 1 are each anended to
read as foll ows:

(1) The tax levied by RCW 82.08.020 shall not apply to sales of
food products for human consunpti on.

"Food products” include cereals and cereal products, ol eomargari ne,
meat and neat products including |livestock sold for persona
consunption, fish and fish products, eggs and egg products, vegetables
and vegetable products, fruit and fruit products, spices and salt,
sugar and sugar products, coffee and coffee substitutes, tea, cocoa and
cocoa products.

"Food products" include mlk and m |k products, mlk shakes, malted
m | ks, and any other simlar type beverages which are conposed at | east
in part of mlk or a mlk product and which require the use of mlk or
a mlk product in their preparation.

"Food products” include all fruit juices, vegetable juices, and
ot her beverages except bottled water, spirituous, mlt or vinous
i quors or carbonated beverages, whether liquid or frozen.

"Food products" do not include nedicines and preparations in

liquid, powdered, granular, tablet, capsule, |ozenge, and pill form
sold as dietary suppl enents or adjuncts.
"Food products" do not include candy. "Candy" neans a preparation

of sugar, honey, or other natural or artificial sweeteners in
conbination with chocolate, fruits, nuts, or other ingredients or
flavorings in the form of bars, drops, or pieces. " Candy" does not
include any preparation containing flour or any product that requires
refrigeration

(2) The exenption of "food products” provided for in subsection (1)
of this section shall not apply: (a) When the food products are
ordinarily sold for imrediate consunption on or near a |ocation at
whi ch parking facilities are provided primarily for the use of patrons
in consum ng the products purchased at the |ocation, even though such
products are sold on a "takeout" or "to go" order and are actually
packaged or w apped and taken fromthe prem ses of the retailer, or (b)
when the food products are sold for consunption within a place, the

p. 9 SHB 2267
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entrance to which is subject to an adm ssion charge, except for
nati onal and state parks and nonunents, or (c) to a food product, when
sold by the retail vendor, which by | aw nust be handl ed on the vendor's
prem ses by a person with a food and beverage service worker's permt
under RCW 69.06.010, including but not be limted to sandw ches
prepared or chicken cooked on the prem ses, deli trays, hone-delivered
pi zzas or neals, and sal ad bars but excl uding:

(i) Raw neat prepared by persons who sl aughter animals, including
fish and fow, or dress or wap slaughtered raw neat such as fish
nmongers, butchers, or neat w appers;

(ii) Meat and cheese sliced and/or wapped, in any quantity
determned by the buyer, sold by vendors such as neat nmarkets,
del i cat essens, and grocery stores;

(1i1) Bakeries which only sell baked goods;

(iv) Conbination bakery businesses, as prescribed by rule of the
departnment, to the extent that sales of baked goods are separately
accounted for and the baked goods clained for exenption are not sold as
part of neals or wth beverages in unseal ed containers; or

(v) Bulk food products sold frombins or barrels, including but not
limted to flour, fruits, vegetables, sugar, salt, ((eandyy+)) chips,
and cocoa.

(3) Notwi thstanding anything in this section to the contrary, the
exenption of "food products" provided in this section shall apply to
food products which are furnished, prepared, or served as neals:

(a) Under a state admnistered nutrition program for the aged as
provided for in the AOder Anmericans Act (P.L. 95-478 Title Il1) and RCW
74.38.040(6); or

(b) Waich are provided to senior citizens, disabled persons, or
| ow-i ncome persons by a not-for-profit organization organized under
chapter 24.03 or 24.12 RCW

(4) Subsection (1) of this section notwithstanding, the retail sale
of food products is subject to sales tax under RCW 82.08.020 if the
food products are sold through a vending nachine, and in this case the
selling price for purposes of RCW 82.08.020 is fifty-seven percent of
the gross receipts.

Thi s subsecti on does not apply to hot prepared food products, other
t han food products which are heated after they have been di spensed from
t he vendi ng machi ne.

SHB 2267 p. 10
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For tax collected under this subsection, the requirenents that the
tax be collected fromthe buyer and that the anmount of tax be stated as
a separate item are waived.

Sec. 11. RCWS82.08.0293 and 2003 ¢ . . . s 10 (section 10 of this
act) are each anended to read as fol |l ows:
(1) The tax levied by RCW 82.08.020 shall not apply to sales of

foad ((products—for—hwran—consurpti-on—

} toen)) and food ingredients. "Food and food ingredients”

means  substances, whether in liquid, concentrated, solid, frozen,
dried, or dehydrated form that are sold for ingestion or chew ng by
hunmans and are consuned for their taste or nutritional val ue. " Food

and food ingredients" does not include:

(a) "Alcoholic beverages," which neans beverages that are suitable
for human consunption and contain one-half of one percent or nore of
al cohol by volune; and

p. 11 SHB 2267
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(b) "Tobacco," which nmeans cigarettes, cigars, chewing or pipe

t obacco, or any ot her

itemthat contains tobacco.

(2) The exe

nption of "food ((preduets))

and food ingredients"”

provided for in subsection (1) of this section shall not apply((—+Fa);

t o prepared food,

soft drinks, dietary supplenents, or candy.

(a) "Prepared food" neans:

(i) Food sold in a heated state or

heated by the seller;

(ii) Two or

nore food ingredients m xed or

conbi ned by the seller

for sale as a single itenm or

(iii) Food sold with eating utensils provided by the seller,

i ncludi ng pl ates

., knives, forks, spoons, gl asses, cups, napkins, or

SHB 2267
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straws. A plate does not include a container or packaging used to
transport the food.

(b) "Prepared food" in (a)(ii) of this subsection, does not include
food that is only cut, repackaged, or pasteurized by the seller and raw
eggs, fish, neat, poultry, and foods containing these raw ani nal foods
requiring cooking by the consuner as recommended by the federal food
and drug adm nistration in chapter 3, part 401.11 of the food code,
publi shed by the food and drug adnmi nistration, as anended or renunbered
as of January 1, 2003, so as to prevent foodborne illness; or bakery
items, including bread, rolls, buns, biscuits, bagels, croissants,
pastries, donuts, danish, cakes, tortes, pies, tarts, nuffins, bars,
cookies, or tortillas.

(c) "Soft drinks" neans nonal coholic beverages that contain natural

or artificial sweeteners. "Soft drinks" do not include beverages that
cont ai n: MIKk or mlk products; soy, rice, or simlar mlk
substitutes; or greater than fifty percent of vegetable or fruit juice
by vol une.

(d) "Dietary supplenent" neans any product, other than tobacco,
intended to supplenent the diet that:

(i) Contains one or nore of the following dietary ingredients: A
vitamin; a mneral; an herb or other botanical; an anmno acid; a
dietary substance for wuse by humans to supplenent the diet by
increasing the total dietary intake; or a concentrate, netabolite,
constituent, extract, or conbination of any ingredient described in
this subsection; and is intended for ingestion in tablet, capsule,
powder, softgel, gelcap, or liquid form or if not intended for
ingestion in such form is not represented as conventional food and is
not represented for use as a sole itemof a neal or of the diet; and

(ii) Is required to be labeled as a dietary supplenent,
identifiable by the "supplenent facts" box found on the label as
requi red pursuant to 21 CF. R Sec. 101.36, as anended or renunbered as
of January 1, 2003.

(e) "Candy" neans a preparation of sugar, honey, or other natural
or artificial sweeteners in conbination with chocolate, fruits, nuts,
or other ingredients or flavorings in the form of bars, drops, or
pi eces. "Candy" does not include any preparation containing flour or
any product that requires refrigeration.

p. 13 SHB 2267



©O© 00 N O Ol WDN P

N NN R R R R R R RR R
NP O © 0~NO U NMNWNDNR O

23
24
25
26
27
28
29
30
31
32
33
34
35
36

(3) Notwi thstanding anything in this section to the contrary, the
exenption of "food ((preduets)) and food ingredients" provided in this
section shall apply to food ((preduets)) and food i ngredients which are
furni shed, prepared, or served as neal s:

(a) Under a state administered nutrition program for the aged as
provided for in the Oder Anmericans Act (P.L. 95-478 Title Il1) and RCW
74.38.040(6); or

(b) Which are provided to senior citizens, disabled persons, or
| ow-i ncome persons by a not-for-profit organization organized under
chapter 24.03 or 24.12 RCW

(4) (@) Subsection (1) of this section notw thstanding, the retai
sale of food ((preduets)) and food ingredients is subject to sales tax
under RCW 82.08.020 if the food ((preduets)) and food ingredients are
sold through a vending machine, and in this case the selling price for
pur poses of RCW82.08.020 is fifty-seven percent of the gross receipts.

(b) This subsection does not apply to hot prepared food
((produets)) and food ingredients, other than food ((preduets)) and
food ingredients which are heated after they have been di spensed from
t he vendi ng machi ne.

(c) For tax collected under this subsection, the requirenents that
the tax be collected from the buyer and that the anmount of tax be
stated as a separate item are wai ved.

Sec. 12. RCW 82.12.0293 and 1988 c 103 s 2 are each anended to
read as foll ows:

(1) The provisions of this chapter shall not apply in respect to
the use of food products for human consunpti on.

"Food products” include cereals and cereal products, ol eomargari ne,
meat and neat products including |livestock sold for persona
consunption, fish and fish products, eggs and egg products, vegetables
and vegetable products, fruit and fruit products, spices and salt,
sugar and sugar products, coffee and coffee substitutes, tea, cocoa and
cocoa products.

"Food products" include mlk and m |k products, mlk shakes, malted
m | ks, and any other simlar type beverages which are conposed at | east
in part of mlk or a mlk product and which require the use of mlk or
a mlk product in their preparation.
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"Food products” include all fruit juices, vegetable juices, and
ot her beverages except bottled water, spirituous, malt or vinous
i quors or carbonated beverages, whether liquid or frozen.

"Food products" do not include nedicines and preparations in

liquid, powdered, granular, tablet, capsule, |ozenge, and pill form
sold as dietary suppl enents or adjuncts.
"Food products" do not include candy. "Candy" neans a preparation

of sugar, honey, or other natural or artificial sweeteners in
conbination with chocolate, fruits, nuts, or other ingredients or
flavorings in the form of bars, drops, or pieces. "Candy" does not
include any preparation containing flour or any product that requires
refrigeration

(2) The exenption of "food products” provided for in subsection (1)
of this section shall not apply: (a) When the food products are
ordinarily sold for imrediate consunption on or near a |ocation at
whi ch parking facilities are provided primarily for the use of patrons
in consum ng the products purchased at the | ocation, even though such
products are sold on a "takeout" or "to go" order and are actually
packaged or w apped and taken fromthe prem ses of the retailer, or (b)
when the food products are sold for consunption within a place, the
entrance to which is subject to an adm ssion charge, except for
nati onal and state parks and nonunents, or (c) to a food product, when
sold by the retail vendor, which by | aw nust be handl ed on the vendor's
prem ses by a person with a food and beverage service worker's permt
under RCW 69.06.010, including but not be limted to sandw ches
prepared or chicken cooked on the prem ses, deli trays, hone-delivered
pi zzas or neals, and sal ad bars but excl uding:

(i) Raw neat prepared by persons who sl aughter aninmals, including
fish and fow, or dress or wap slaughtered raw neat such as fish
nmongers, butchers, or neat w appers;

(ii) Meat and cheese sliced and/or wapped, in any quantity
determned by the buyer, sold by vendors such as neat narkets,
del i catessens, and grocery stores;

(1i1) Bakeries which only sell baked goods;

(iv) Conbination bakery businesses, as prescribed by rule of the
departnment, to the extent that sales of baked goods are separately
accounted for and the baked goods clained for exenption are not sold as
part of nmeals or wth beverages in unseal ed containers; or
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(v) Bulk food products sold frombins or barrels, including but not
limted to flour, fruits, vegetables, sugar, salt, ((eandys+)) chips,
and cocoa.

(3) Notwi thstanding anything in this section to the contrary, the
exenption of "food products" provided in this section shall apply to
food products which are furnished, prepared, or served as neals:

(a) Under a state admnistered nutrition program for the aged as
provided for in the A der Anericans Act (P.L. 95-478 Title I11) and RCW
74.38.040(6); or

(b) Which are provided to senior citizens, disabled persons, or
| ow-i ncome persons by a not-for-profit organization organized under
chapter 24.03 or 24.12 RCW

Sec. 13. RCWS82.12.0293 and 2003 ¢ . . . s 12 (section 12 of this
act) are each anended to read as fol |l ows:

(1) The provisions of this chapter shall not apply in respect to
the wuse of food ((preduets)) and food ingredients for human
consunpti on. "Food and food ingredients” has the sane neaning as in

RCW 82. 08. 0293.
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refrgeration—) )
(2) The exenption of "food ((preduets)) and food ingredients”

provided for in subsection (1) of this section shall not apply((—+Fa);

to prepared food, soft drinks, or dietary supplenents. " Prepared
food," "soft drinks," "dietary supplenents,"” and "candy" have the sane
neani ngs as in RCW 82. 08. 0293.

(3) Notwi thstanding anything in this section to the contrary, the
exenption of "food ((preduets)) and food ingredients" provided in this
section shall apply to food ((preduets)) and food ingredients which are
furni shed, prepared, or served as neals:
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(a) Under a state adm nistered nutrition program for the aged as
provided for in the AOder Anmericans Act (P.L. 95-478 Title Il1) and RCW
74.38.040(6); or

(b) Which are provided to senior citizens, disabled persons, or
| ow-i ncome persons by a not-for-profit organization organized under
chapter 24.03 or 24.12 RCW

Sec. 14. RCW 82.08.150 and 1998 c¢ 126 s 16 are each anended to
read as foll ows:

(1) There is levied and shall be collected a tax upon each retai
sale of spirits, or strong beer in the original package at the rate of
fifteen percent of the selling price. The tax inposed in this
subsection shall apply to all such sales including sales by the
Washi ngton state liquor stores and agencies, but excluding sales to
spirits, beer, and wi ne restaurant |icensees.

(2) There is levied and shall be collected a tax upon each sal e of
spirits, or strong beer in the original package at the rate of ten
percent of the selling price on sales by Washi ngton state |iquor stores
and agencies to spirits, beer, and w ne restaurant |icensees.

(3) There is levied and shall be collected an additional tax upon
each retail sale of spirits in the original package at the rate of one
dol l ar and seventy-two cents per liter. The additional tax inposed in
this subsection shall apply to all such sales including sales by
Washi ngton state liquor stores and agencies, and including sales to
spirits, beer, and wi ne restaurant |icensees.

(4) An additional tax is inposed equal to fourteen percent
multiplied by the taxes payabl e under subsections (1), (2), and (3) of
this section.

(5 An additional tax is inposed upon each retail sale of spirits
in the original package at the rate of seven cents per liter. The
addi tional tax inposed in this subsection shall apply to all such sal es
i ncluding sales by Washington state l|iquor stores and agencies, and
including sales to spirits, beer, and wi ne restaurant |icensees. Al
revenues collected during any nonth fromthis additional tax shall be
deposited in the violence reduction and drug enforcenent account under
RCW 69. 50. 520 by the twenty-fifth day of the follow ng nonth.

(6)(a) An additional tax is inposed upon retail sale of spirits in
the origi nal package at the rate of one and seven-tenths percent of the
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selling price through June 30, 1995, two and six-tenths percent of the
selling price for the period July 1, 1995, through June 30, 1997, and
three and four-tenths of the selling price thereafter. This additional
tax applies to all such sales including sales by Wshington state
i quor stores and agencies, but excluding sales to spirits, beer, and
W ne restaurant |icensees.

(b) An additional tax is inposed upon retail sale of spirits in the
original package at the rate of one and one-tenth percent of the
selling price through June 30, 1995, one and seven-tenths percent of
the selling price for the period July 1, 1995, through June 30, 1997,
and two and three-tenths of the selling price thereafter. Thi s
additional tax applies to all such sales to spirits, beer, and w ne
restaurant |icensees.

(c) An additional tax is inposed upon each retail sale of spirits
in the original package at the rate of twenty cents per liter through
June 30, 1995, thirty cents per liter for the period July 1, 1995
t hrough June 30, 1997, and forty-one cents per liter thereafter. This
additional tax applies to all such sales including sales by Washi ngton
state |liquor stores and agencies, and including sales to spirits, beer,
and w ne restaurant |icensees.

(d) Al revenues collected during any nonth from additional taxes
under this subsection shall be deposited in the health services account
created under RCW 43.72.900 by the twenty-fifth day of the follow ng
nont h.

(7)(a) An additional tax is inposed upon retail sale of spirits in

the original package at the rate of three and nine-tenths percent of
the selling price. This additional tax applies to all such sales
including sales by Washington state liquor stores and agencies, but
excluding sales to spirits, beer, and wine restaurant licensees.

(b) An additional tax is inposed upon retail sale of spirits in the
original package at the rate of two and six-tenths percent of the
selling price. This additional tax applies to all such sales to
spirits, beer, and wine restaurant |icensees.

(c) An additional tax is inposed upon each retail sale of spirits
in the original package at the rate of forty-six cents per liter. This
additional tax applies to all such sales including sales by Washi ngton

state |liquor stores and agencies, and including sales to spirits, beer,
and wi ne restaurant |icensees.
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(d) Al revenues collected during any nonth from additional taxes
under this subsection shall be deposited in the student achievenent
fund.

(8) The tax inposed in RCW 82.08.020 shall not apply to sales of
spirits or strong beer in the original package.

((68))) (9) The taxes inposed in this section shall be paid by the
buyer to the seller, and each seller shall collect fromthe buyer the
full anmpbunt of the tax payable in respect to each taxable sal e under
this section. The taxes required by this section to be collected by
the seller shall be stated separately from the selling price and for
purposes of determning the tax due from the buyer to the seller, it
shall be conclusively presuned that the selling price quoted in any
price list does not include the taxes inposed by this section.

((69)) (10) As wused in this section, the terns, "spirits((—
“strong—beer))" and "package" shall have the neaning ascribed to them
in chapter 66.04 RCW

Sec. 15. RCW82.32.090 and 2000 ¢ 229 s 7 are each anended to read
as follows:

(1) If paynent of any tax due on a return to be filed by a taxpayer
is not received by the departnent of revenue by the due date, there
shal | be assessed a penalty of five percent of the amobunt of the tax;
and if the tax is not received on or before the last day of the nonth
followng the due date, there shall be assessed a total penalty of
((ten)) fifteen percent of the anmobunt of the tax; and if the tax is not
received on or before the last day of the second nonth follow ng the
due date, there shall be assessed a total penalty of ((twenty)) twenty-
five percent of the anmount of the tax. No penalty so added shall be
| ess than five doll ars.

(2) If paynment of any tax assessed by the departnment of revenue is
not received by the departnent by the due date specified in the notice,
or any extension thereof, the departnent shall add a penalty of ten
percent of the anmount of the additional tax found due. No penalty so
added shall be less than five doll ars.

(3) If a warrant be issued by the departnent of revenue for the
collection of taxes, increases, and penalties, there shall be added
thereto a penalty of five percent of the anobunt of the tax, but not
| ess than ten dollars.
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(4) If upon any exam nation of any returns or other information,
the departnent finds that a taxpayer has collected but not remtted
retail sales taxes due, the departnent shall add a penalty of twenty-
five percent of the anount of the retail sales tax collected but not
remtted. No penalty added shall be less than ten dollars.

(5 If the departnent finds that a taxpayer has substantially
underpaid the tax due, the departnent shall add a penalty of fifteen
percent of the underpaid ampunt. No penalty added shall be |less than
ten dollars. "Substantially underpaid" neans that the taxpayer paid
| ess than ninety percent of the taxes found to be due.

(6) If the departnent finds that all or any part of a deficiency
resulted from the disregard of specific witten instructions as to
reporting or tax liabilities, the departnent shall add a penalty of
((ten)) fifteen percent of the amount of the additional tax found due
because of the failure to follow the instructions. A taxpayer
di sregards specific witten instructions when the departnent of revenue
has inforned the taxpayer in witing of the taxpayer's tax obligations
and the taxpayer fails to act in accordance with those instructions
unl ess the departnent has not issued final instructions because the
matter is wunder appeal pursuant to this chapter or departnental
regul ati ons. The departnent shall not assess the penalty under this
section upon any taxpayer who has nmade a good faith effort to conply
with the specific witten instructions provided by the departnent to
t hat taxpayer. Specific witten instructions may be given as a part of
a tax assessnent, audit, determ nation, or closing agreenent, provided
that such specific witten instructions shall apply only to the
t axpayer addressed or referenced on such docunents. ((Any specific

5r)) (7) If the departnent finds that all or any part of the
deficiency resulted froman intent to evade the tax payabl e hereunder,
a further penalty of fifty percent of the additional tax found to be
due shall be added.

((£6)y)) (8) The aggregate of penalties inposed under subsections

(1), (2), and (3) of this section shall not exceed ((thirty—+Five))
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forty percent of the tax due, or twenty dollars, whichever is greater
Thi s subsection does not prohibit or restrict the application of other
penal ti es authorized by | aw.

((6H)) (9) The departnent of revenue may not i npose:.

(a) Both the evasion penalty and the penalty for disregarding
specific witten instructions on the sane tax found to be due,

(b) Both the evasion penalty and the failure to remt retail sales
tax penalty on the sane tax found to be due;

(c) Both the evasion penalty and the substantial underpaynent
penalty on the same tax found to be due;

(d) Both the substantial underpaynent penalty and the failure to
remt retail sales tax penalty on the sane tax found to be due.

((68))) (10) For the purposes of this section, "return" nmeans any
docunent a person is required by the state of Washington to file to
satisfy or establish a tax or fee obligation that is adm nistered or
collected by the departnent of revenue, and that has a statutorily
defined due date.

NEW SECTI ON. Sec. 16. A new section is added to chapter 82.32 RCW
to read as foll ows:

(1) The changes in this act are intended to provide dedicated
revenue sources for the student achievenent fund and health services
account. Since it is not practical to determ ne precisely the revenues
derived from sone of these changes, portions of sales tax revenue is
dedicated in lieu thereof.

(2)(a) During the 2003-05 fiscal biennium one and three one-
hundredt hs of one percent of all revenue fromthe tax inposed in RCW
82.08.020(1) shall be deposited in the student achi evenent fund.

(b) During the 2005-07 fiscal biennium and thereafter, seven
hundred thirty-ei ght one-thousandths of one percent of all revenue from
the tax inposed in RCW 82.08.020(1) shall be deposited in the student
achi evenment fund.

(3) Twenty-six one-hundredths of one percent of all revenue from
the tax inposed in RCW 82.08.020(1) shall be deposited in the health
servi ces account.

(4) On or before January 1st of each year, the departnent of
revenue shall provide the legislature with an updated estimate of the
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percentages of sales tax revenue attributable as dedicated revenue
under this section. The updated estimtes are not effective unti
adopt ed by the |egislature.

NEW SECTION. Sec. 17. A new section is added to chapter 43.135
RCWto read as foll ows:
RCW 43. 135. 035(4) does not apply to section 16 of this act.

Sec. 18. RCWS82.08.064 and 2000 ¢ 104 s 3 are each anended to read
as follows:

(1) A sales and use tax rate change under this chapter or chapter
82.12 RCWshall be inposed (1) no sooner than seventy-five days after
its enactnment into law and (2) only on the first day of January, April,
July, or Cctober.

(2) Subsection (1) of this section does not apply to the tax rate
changes in chapter ..., Laws of 2003 (this act).

NEW SECTION. Sec. 19. RCW 48.32.145 (Credit against prem umtax
for assessnents paid pursuant to RCW48.32.060(1)(c)) and 1997 ¢ 300 s
1, 1993 sp.s. ¢ 25 s 901, 1977 ex.s. ¢ 183 s 1, & 1975-'76 2nd ex.s. c
109 s 11 are each repeal ed.

NEW SECTION. Sec. 20. The anendatory changes in sections 11 and
13 of this act, to RCW 82.08.0293 and 82.12.0293, are intended to
supersede any other acts that anend the sanme sections during the 2003
| egi sl ative session. The rule of construction in RCW1.12. 025 does not
apply to multiple anendnents to these sections during the 2003
| egi sl ative session.

NEW SECTION. Sec. 21. Section 15 of this act applies to all
penal ties added after July 1, 2003, regardless of the due date of the
t axes subject to the penalty.

NEW SECTION. Sec. 22. (1) Sections 1 through 3, 10, 12, and 14
through 21 of this act are necessary for the imedi ate preservation of
t he public peace, health, or safety, or support of the state governnent
and its existing public institutions, and take effect July 1, 2003.
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(2) Sections 11 and 13 of this act take effect January 1, 2004.
(3) Sections 4 through 9 of this act take effect July 1, 2004.

~-- END ---

SHB 2267 p. 24



	Section 1.
	Section 2.
	Section 3.
	Section 4.
	Section 5.
	Section 6.
	Section 7.
	Section 8.
	Section 9.
	Section 10.
	Section 11.
	Section 12.
	Section 13.
	Section 14.
	Section 15.
	Section 16.
	Section 17.
	Section 18.
	Section 19.
	Section 20.
	Section 21.
	Section 22.

